MONTHLY REVIEW 


Of Industrial and Financial Conditions in the New England District 
By Frederic H. Curtiss, Chairman and Federal Reserve Agent 


FEDERAL RESERVE BANK OF BOSTON 


VOL. X 


BOSTON, MASS., MARCH 1, 1928 





THE SITUATION 


An improvement in business activity in the 
United States in January, which apparently had 
as its chief motive force the larger ordering by the 
automobile, railroad, implement, and construction 
industries, with the attendant sharp recovery in 
iron and steel operations, was accompanied by a 
better showing by New England business. The 
New England Business Activity Index in January 


new January record for the value of contracts 
awarded was established this year, aided by more 
favorable weather than is customary at this time 
of the year. The production of shoes in New 
England increased 25 per cent between December 
and January, or approximately 10 per cent more 
than usually occurs between those months. The 
rate of shipments of shoes from the shoe centers 





rose approximately two 
per cent from its De- 
cember level, and was 
slightly higher than in 
January, 1927. The 
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ably not as large as for 
the country as a whole, 
took place in the face 
of a further recession in 
textile mill activity, 
with its resultant wage 
cuts and losses in the 
number employed, and 
with less favorable con- 
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through part of Febru- 
ary indicates that the 
January activity has 
been maintained. The 
volume of wool con- 
sumed by New England 
mills showed more than 
the customary increase 
in January, and was 
slightly larger than in 
January, 1927. The 
price of raw wool has 
continued to rise stead- 
ily, and on the average 
is now over 10 per cent 
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ditions prevailing in re- 
tail trade. The freight 
carloadings of manu- 


The number of commercial failures in the United States during the 
last quarter of 1927 was slightly greater than in the similar period of 
1926, whereas in New England there was a lack of similar tendency 
month to month. 
Source of data—Dun's Review. 


higher than a year ago. 
Trading in the Boston 
market has been only 
moderately active. An 


factured products, when adjusted for seasonal 
influences, showed an increase from December, 
and, while still below a year ago, the Shippers’ 
Advisory Board has estimated New England 
freight car requirements for the first quarter as 
one per cent larger than for the same period of 
1927, which compares with an estimated decrease 
for the whole country of 2.3 per cent. Among the 
major industries, the building, boot and shoe, silk, 
and wool were operating more actively than a 
month earlier. New building construction in 
prospect a year ago was unusually small, while a 


‘improvement in the fine cotton goods markets 
"has been reported recently, although the volume 
of sales is probably still less than production. 
‘Cotton consumed by New England mills was the 
lowest for that month since 1921, although it 
increased slightly more than usual from Decem- 
ber. The number employed by manufacturing 
establishments in this district was again reduced, 
and unemployment has been more noticeable. 
Since the middle of January, money rates have 
strengthened, and on February 7, the discount rate 
of this bank was raised from 3% to four per cent, 
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MONEY AND BANKING 


Money rates strengthened between the first of 
the year and the middle of February, although 
there was little change in the rate on brokers’ 
prime commercial paper, four to six months’ 
maturity, New York market. During the week 
ending January 14, quotations for prime com- 
mercial paper eased off to 334-4 per cent, but 
with this one exception there has been no change 
from the four per cent rate since early in August, 
1927. ‘Time money secured by mixed collateral 
has risen from 41-414 per cent during the week 
ending January 7 to 436-456 per cent during 
the week ending February 18. Call money in 
New York was higher during the three weeks 
ending February 18 than during the corresponding 
period a year ago. Bankers’ acceptances, 90-day 
bills, were at their lowest level during August and 
September, 1927, at 3’ percent. During Novem- 
ber and December this rate was 3% per cent, 
and on January 27 reached 3% per cent. 

Total loans of New England reporting member 
banks, which reached a new high level on January 
11, had receded by about $23,500,000 on Febru- 
ary 15, but were $54,886,000 greater than on 
February 16, 1927. This increase over the 
corresponding week a year ago was largely in 
collateral loans, which were $44,074,000 greater,— 
an increase of about 11 per cent,—while commer- 
cial loans rose $10,812,000, or 1% per cent. 
There was a reduction in collateral loans, however, 


between January 11 and February 15 of slightly 
more than $25,000,000, of which all except 
$203,000 was in the Boston reporting member 
banks. On February 8 collateral loans of re- 
porting member banks in eight New England 
centers other than Boston were at a new high 
peak at $156,935,000, which was nearly $31,000,- 
000 greater than on February 9a year ago. Com- 
mercial loans of the Boston banks increased 
between January 18 and February 15 by more 
than $8,200,000, while those of “outside” report- 
ing member banks during this same period de- 
clined by about $2,600,000. 

Holdings of security investments of New Eng- 
land reporting member banks, although substan- 
tially reduced from the record high of $570,219,000 
on November 16, were $88,211,000 greater on 
February 15 than those reported on the corre- 
sponding week a year ago. Boston reporting 
member banks have been liquidating holdings of 
security investments steadily since the peak last 
November, while the reporting member banks in 
other New England centers have increased their 
security investments during this period to a new 
high level on February 15. 

The steady increase in time deposits which 
took place in the New England reporting member 
banks during 1927 has not been evident since the 
first of the year. In fact, time deposits were 
$5,539,000 less on February 15 than on January 4. 
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There was the usual seasonal contraction in loans to member banks at the first of the year, and holdings of Government securitiesZwere7reduced. 
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This decline was entirely due to a substantial 
reduction in time deposits of the Boston banks, 
since those of “outside” reporting member banks 
increased during this period by about $8,200,000. 

Net demand deposits of the New England 
reporting member banks declined substantially 
between January 4 and February 15. The de- 
cline amounted to $20,990,000 in the Boston 
banks, and $9,863,000 in banks in other New 
England cities. On February 15 net demand 
deposits of New England reporting member 
banks were about four and one-half per cent 
larger than on February 16 a year ago, and time 
deposits had increased during this same period 
by 15 per cent. 

Borrowings by the New England member banks 
from the Federal Reserve Bank of Boston during 
the three weeks ending January 25 averaged 
$19,625,000, and averaged $38,860,000 during 
the three weeks ending February 15, while during 
these same periods the loans made by all 12 
Federal reserve banks combined averaged $409,- 
000,000 and $454,000,000 respectively. Hold- 
ings of Government securities by the Federal 
Reserve Bank of Boston were reduced by $13,944,- 
000 between January 4 and February 15, while 
those of all Federal reserve banks combined 
declined during the same period by $219,000,000. 

Holdings of acceptances purchased in the open 
market were lower on February 15 than at the 
first of the year, both of all Federal reserve banks 
combined and of the Federal Reserve Bank of 
Boston. 

Deposits of 64 New England reporting mutual 
savings banks increased about three per cent 
during the 12 months ending January 31, 1928, 
after allowing for interest accumulation. 
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Since the first of the year bond prices have.been weakening, but there 

has been practically no change in prime commercial paper rates. 

Sources of data—Federal Reserve Bank of New York and Standard 
Statistics Company, Inc. 


The largest reduction since last October in 
the week-to-week figures of loans to brokers by 
reporting New York member banks was reported 
on February 23. These loans, however, were 
$966,000,000 greater than on February 23 a year 
ago, notwithstanding the recent decline of $107, 
000,000 within; two weeks from the peak on 
February 8. 

Commercial failures, as reported by Dun’s 
Review, in New England, were two per cent 
greater in number in 1927 than in 1926, while 
during this same period liabilities increased by 
about 21 per cent. 


NUMBER OF COMMERCIAL FAILURES 
IN NEW ENGLAND 
(Dun’s Review) 


1927 1926 % Change 
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LIABILITIES OF COMMERCIAL FAILURES 
IN NEW ENGLAND 
(000 omitted) 
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During February there has been an indication of a reversal of the 
movements of commercial loans of reporting member banks—U. S.— 
and loans to brokers by reporting member banks—N. Y. 
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NEW ENGLAND MARKETS 


NEW ENGLAND BUSINESS ACTIVITY INDEX 
Per Cent of 1923-24-25 Average 
1997 
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The New England Business Activity Index, 
corrected for seasonal influences, after declining 
since September, reversed this trend in January, 
and increased over two per cent from December. 
The factors in the index that showed a trend 
counter to the general movement were the em- 
ployment demand and cotton textile operations. 
Freight carloadings in this district have been 
increasing, although the total for the first five 
weeks was less than in 1926 or 1927. Check 
transactions in New England in January showed 
a slightly smaller increase than in the entire 
country, and within this district cities outside of 
Boston showed a much larger increase than 
Boston or the whole country. 

Boston:—Boston department store sales were 
less in January than a year ago, but sales by 
women’s apparel shops were larger. Carload- 
ings, building contracts, and building permits 
showed improvement over January, 1927. 

Brockton:—Shoe factories in Brockton have 
shown considerable increase in operations, and 
January shoe shipments were larger than in 
January of either 1926 or 1927. 

Fall River:—Sales of print cloths in January 
were the lowest of any month in the last two 
years. No prolonged depression of business as a 
result of the fire is expected. 

Hartford:—An increase over a year ago was re- 


ported in carloadings and building permits. Check 
transactions continue to show marked increases. 

Holyoke:—A slight reduction in January from 
January, 1927, was reported in employment and 
in the volume ‘of check transactions and carload- 
ings, while building operations were more active. 

New Bedford:—Some improvement in the sales 
in fine goods markets has recently been reported. 
Building permits and building contracts in Janu- 
ary were above December and January a year ago. 

New Haven:—Retail trade in New Haven con- 
tinues good. Building was on about the same 
level as a year ago, as were carloadings and 
employment. Check payments were larger than 
in January, 1927 

Portland:—Building activity has been light, 
although employment of skilled labor is reported 
as good. Check payments were well above 
January, 1927. 

Providence:—Retail trade during January was 
fair. Check payments, carloadings, building 
contracts, employment and demand for workers 
showed increases over January, 1927. 

Spring field:—A fairly large decline in employ- 
ment was reported from December. Building 
operations have been small, although check pay- 
ments have increased, and carloadings have 
remained about the same as a year ago. 

Waterbury:—Employment in brass concerns, 
while declining from December, was larger than 
in January, 1927. Carloadings and check pay- 
ments have increased from a year ago. 

W orcester:—Miscellaneous industries have re- 
ported little change. Carloadings are about the 
same as a year ago, while the volume of building 
operations is smaller. 
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This chart compares the volume of check transactions each month 

with the corresponding month of the preceding year. Practically 

every month showed an increase, and a more favorable record was 
made by New England than by the country as a whole. 
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Sales by department stores in Providence have been slightly above 
the three-year average throughout 1927. A more noticeable improve- 
ment between the same two periods was evident in New Haven. 
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COMMODITY PRICES AND 


Commodity Prices:—Since the middle of October, 
the general level of wholesale commodity prices 
has been gradually declining. The amount of the 
decline has been slight, less than one per cent, 
as measured by the Bureau of Labor Statistics 
“All Commodities” index, and has not been 
characteristic of all groups of commodities. The 
prices of farm products on the whole were higher 
at the middle of January than in September or 
October; the price of the group composed of hide 
and leather products has continued to rise, and 
metal prices, aided by improvement in the iron 
and steel situation, have been firmer. Prices of 
raw materials between the middle of October 
and the middle of January have declined by a 
somewhat larger amount than the “All Commod- 
ities” index. Since the first quarter of 1927 there 
has been a widening spread between the prices of 
English and American basic commodities. While 
American prices were moving sharply upward 
during the middle two quarters of 1927, English 
prices were irregularly moving sidewise, and 
during the fourth quarter of last year, and so far 
in this both have been sliding to a lower level. 
American basic commodities are now at approxi- 
mately 140 per cent of their 1913 average, while 
English prices are at 120 per cent of the 1913 
average. 


Employment:—A considerable decrease in the 
number employed by the New England manu- 
facturing concerns was reported for January. In 
Massachusetts the number employed in January 
was calculated at 82.3 per cent of normal, normal 
in this case representing the average number of 
wage-earners employed from 1919 through 1923, 


INDUSTRIAL CONDITIONS 


as determined by the annual census of manu- 
factures. This compares with 90.7 per cent 
employed in January, 1927. The New England 
total is in the neighborhood of seven or eight per 
cent below the total employed a year ago. The 
demand for workers by employers at public em- 
ployment offices also has been considerably less 
than usual for January, while the growing at- 
tendance and fewer placements is further evi- 
dence that unemployment is increasing. Notwith- 
standing wage cuts, especially in the cotton textile 
mills, the average weekly wage in Massachusetts 
showed no change from December, and was higher 
than in January, 1927. 

While unemployment does not appear to be 
any more pronounced in New England than 
throughout the country generally, the industries 
in other districts which have been in a more or 
less depressed condition since the middle of 1927 
have recently shown some improvement, while 
curtailment by New England cotton textile mills 
continues. 


Building:—The value of new building contracts 
awarded in January in New England was unusu- 
ally large. Whereas last year was the lowest in the 
volume of new building in January since 1922, 
this year a new high record was established for 
that month. All major classes of building ac- 
tivity, including commercial, industrial, public 
works and utility, and residential, showed large 
increases from January, 1927. The volume of 
commercial and industrial building showed large 
gains from December, while there was a slight 
improvement in residential building and a decline 
in public works and utility building. An encour- 
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The number of commodities increasing in price has recently declined, 

as has the 20 basic commodity price index compiled by the Federal 
eserve Bank of New York. ; : 

Sources of data—Federal Reserve Bank of New York and Dun's Review. 


While carloadings have recently been increasing since the first of the 
year, they are still below 1926 in New England, and below 1926 and 
1927 in the United States. 

Source of data—American Railway Association, 
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aging feature of the building report for the month 
was the larger building programs as compared 
with a year ago in effect in the textile cities, where 
the per capita volume of new construction for the 
past few years has been lower than in practically 
all other New England cities. 


Boots and Shoes:—The New England boot and 
shoe industry in January showed more than the 
usual seasonal improvement from December, and 
was larger than in January, 1927, by more than 10 
per cent. The estimated production for the 
month in this district was 8,680,000 pairs, and for 
the United States excluding New England was 
16,885,000 pairs. Whereas an improvement from 
a year ago took place in New England, there was 
a slight decline in production in all other states. 
Massachusetts maintained its position during 
1927 as the leading state in the manufacture of 
boots and shoes, showing an increase of 7.3 per 
cent over 1926, compared with a 5.2 per cent 
increase in New York State. Maine produced 
2.6 per cent and New Hampshire one per cent less 
in 1927 than in 1926. 


Metals:—The improvement in the iron and steel 
industry through January was the outstanding 
development of the month. The unfilled orders 
of the United States Steel Corporation at the end 
of January showed a further increase of over 
300,000 tons, while pig iron production has risen 
to the rate of operations prevailing last Septem- 
ber, and steel ingot production has recovered all 
the ground lost since last May. Ordering by the 
railroads and construction companies has been 
large, but there has been little evidence of specula- 
tive buying as far ahead as the second quarter’s 
anticipated requirements. Priceshaveshown more 


firmness, and the composite iron and steel price 
indexes have moved upward. Orders for machine 
tools moved sharply upward in January for the 
second consecutive month, and the metal trades 
in this district are reported more active. 


Textiles:—Further curtailmentin the operations 
of textile mills was reported, although the January 
report of cotton consumed indicated that the 
northern mills were responsible for the reduction 
that has taken place. Consumption of raw cotton 
by New England mills ona daily average basis was 
14 per cent below January, 1927, while mills in the 
cotton-growing states actually consumed slightly 
more in January than in the same month a year 
ago. Cloth production is still larger than sales. 
The Association of Cotton Textile Merchants 
reported that sales were approximately 65 per 
cent of production in January for the whole 
country. In New England a similar situation 
exists in the fine cotton goods industry, notwith- 
standing the decline in production. Current re- 
ports are to the effect that the volume of sales 
has been low, but improvement has been noticed 
in the last week or two. The price of spot cotton, 
after declining to 1714 cents per pound, has since 
recovered to around 18% cents, and goods prices 
have been slightly firmer. 


Wool consumption by New England mills 
showed an increase instead of the usual seasonal 
decline. Wool prices have continued to increase. 
Silk mills in this district have been operating at 
a relatively higher rate than in the rest of the 
country. With a record consumption in January 
and lower stocks, silk prices have increased about 
50 cents per pound to approximately the level of 
six months ago. 
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An unusually large volume of new building contracts was awarded in 
January, with the result that the yearly average, plotted on the seventh 
month, also showed a rather sharp upturn. 

Source of data—F. W. Dodge Corporation. 


PRODUCTION OF FINE COTTON FABRICS 
PRICES OF RAW COTTON AND COTTON GOODS 
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The production of fine cotton fabrics, a three months’ moving average, 
has been declining since April. The prices of raw cotton and cotton 
goods, on the other hand, did not begin to decline until the middle of 
September. 
Sources of data—New Bedford Fine Cotton Goods Exchange and Fair- 
child News Service. 
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RETAIL TRADE 
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Sales of New England department stores in January were about five per cent less than during 
the corresponding month a year ago. Stores in Maine and Connecticut showed a gain, those in New 


Hampshire and Vermont reported no change, and department stores in Massachusetts and Rhode 
Island showed a decline. 


SALES CONDITIONS 
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New Haven Department Stores. . ; = an re coe ee 98 100 100 
Providence Department Stores. . Oe . 96 102 100 98 
New England Department Stores... - oF 98 100 95 





INSTALMENT TRADE—NEW ENGLAND DEPARTMENT STORES 
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Thejvolume of instalment sales in 1927 was somewhat higher than in either of the two preceding years. CollectionsJonfinstalment accounts 
have been about the same as in the two preceding years. 
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SUMMARY OF BUSINESS CONDITIONS IN THE UNITED STATES 
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BILLIONS OF DOLLARS 


FEDERAL RESERVE BANK CREDIT 
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Industrial production and shipments of commodities by railroads increased 
considerably in January from the low point reached at the end of 1927. The 
general level of wholesale commodity prices showed a slight decline. 


Production:—The increase of six per cent in industrial production from Decem- 
ber to January reflected a larger output of manufactures, particularly of iron 
and steel and automobiles. Daily average production of steel ingots increased by 
over 25 per cent in January, the largest monthly increase since 1924. Buying of 
steel products by'the railroads and by the automobile and construction industries was 
also active in January, and notwithstanding the large volume of production and 
shipments, unfilled orders showed an increase during the month. Since the first 
of February, production of steel products has continued active, with new orders 
and shipments more nearly in balance than in previous months. Automobile 
production, which in December was in smallest volume since 1922, increased 
considerably in January, and was only slightly smaller than in the same month 
of the preceding year. Cotton consumption showed about the usual seasonal 
increase in January, following substantial curtailment in December, and the 
woolen and silk industries were somewhat more active than in December. Pro- 
duction of minerals, after adjustment for customary seasonal changes, was in 
practically the same volume in January as in December. Building contracts 
awarded in January exceeded those for the corresponding month of last year, and 
awards during the first half of February were in practically the same volume as 
a year ago. 


Trade:—Sales of department stores showed more than the usual seasonal 
decline in January from the high levels reached in December, and averaged slightly 
smaller than in January of last year. Sales of mail order houses, on the other 
hand, were about six per cent larger than a year ago. Wholesale trade in nine 
leading lines averaged larger than in January of last vear. Stocks of groceries 
and hardware carried by wholesale firms were smaller than a year ago, but reports 
in other lines indicated that stocks were somewhat larger. 


Freight carloadings for all groups of commodities were larger in January 
than in December, the increase being particularly large for miscellaneous com- 
modities. Compared with January of last year, however, loadings of all classes 
of commodities except livestock were smaller. 


Pricess—The Bureau of Labor Statistics index number of wholesale com mod- 
ity prices declined from 96.8 per cent of the 1926 average in December to 96.3 
per cent in January. Prices of farm and hide and leather products increased, 
while prices of meats and dairy products, textiles, fuels, non-ferrous metals, and 
rubber declined. During the first two weeks of February, prices of grains, cotton, 
silk and wool advanced, while those of cattle, sugar and rubber declined. 


Bank Credit:—For the four weeks ending February 15, total loans and in- 
vestments of member banks in Jeading cities showed a decline of more then $200,- 
000,000, the decline being almost entirely in loans on securities. From the peak 
at the turn of the vear this class of loans decreased by nearly $460,000,000. Loans 
for commercial purposes, after a further decline in January, showed a seasonal 
increase in the first two weeks of February. The decline in the volume of loans 
since the first of the year has been accompanied by a corresponding decline in net 
demand deposits, while time deposits have continued to increase. 


At the reserve banks the total volume of member bank borrowing declined 
seasonally during the opening weeks of the year, and reached a low point on Jan- 
uary 25, but increased by about $70,000,000 between that date and February 21. 
This increase in discounts accompanied smaller reductions in the reserve bank 
holdings of United States securities and acceptances, and the total volume of 
reserve bank credit in the United States showed an increase for the four weeks. 


During the four weeks ending February 21, a firmer tendency in the money 
market was indicated by increased rates on call and time loans and by a further 
increase from 33% to 3% per cent in the rate on 90-day ‘bankers’ acceptances. 
Between January 25 and February 21, discount rates at eleven Federal Reserve 
Banks were advanced from 34 to 4 per cent. 





